Proposed Regul at ory Language

Committee | - Loans
Qui ck Fi x: Yes
Origin: ED - Additional Agenda Item
| ssue: DL - Master Promni ssory Note

Regul atory Cite: 8685. 102( b)

Sunmary of Change: Under current regul ations, the expiration of
a Direct Loan Master Pronissory Note (MPN) is based on the date
of the first anticipated di sbursenent. Conmmon Origination and
Di sbursenent (COD) provides an opportunity to make the Direct
Loan MPN expiration date provisions nore consistent with the
correspondi ng FFEL provisions. The proposed changes to the
definition of MPN in 8685.102(b) would base the expiration date
of a Direct Loan MPN on the date the MPN is signed by the
borrower or the date the Secretary receives the MPN.

Change:

8685. 102 Definitions.

* * * * *

(b) * k k

Master pronmissory note (MPN): (1) A prom ssory note under

whi ch the borrower may receive |oans for a single academ c year

or nultiple academ c years.

(2) For MPNs processed by the Secretary before July 1,

2003, Ll oans fer—myttiple—academec—years—may no | onger be nade

under an MPN after the earliest of--

(i) The date the Secretary or the school receives the
borrower's witten notice that no further | oans may be

di sbur sed;

April 4, 2002 Pre-decisional DRAFT for discussion on April 22-24, 2002 Direct 1

Adobe PDF



Page 2—Pbirect Loan - Master Prom ssory Note

(ii) One year after the date of the borrower's first
antici pated di sbursenent if no disbursenent is made during that

twel ve- nont h period; or

(iii) Ten years after the date of the first anticipated
di sbursenent except that a remaining portion of a |oan may be

di sbursed after this date.

(3) For MPNs processed by the Secretary on or after July

1, 2003, loans nay no | onger be nmade under an MPN after the

earliest of--

(i) The date the Secretary or the school receives the

borrower's witten notice that no further | oans may be

di sbur sed;

(ii) One year after the date the borrower signed the MPN

or the date the Secretary receives the MPN, if no di shursenents

are made under that MPN; or

(iii) Ten years after the date the borrower signed the MPN

or the date the Secretary receives the MPN, except that a

remai ning portion of a | oan may be di sbursed after this date.

(2) Amendatory Language:

Section 685.102(b) is anmended by revising the definition of

"Master prom ssory note (MPN)" to read as foll ows:
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8§685. 102 Definitions.

* * * * *

(b) * Kk k

Master pronmissory note (MPN): (1) A prom ssory note under

which the borrower may receive |oans for a single academ c year
or nultiple academ c years.

(2) For MPNs processed by the Secretary before July 1,
2003, loans may no | onger be nade under an MPN after the
earliest of--

(i) The date the Secretary or the school receives the
borrower's witten notice that no further |oans may be
di sbur sed;

(ii) One year after the date of the borrower's first
antici pated disbursenment if no disbursenent is made during that
twel ve-nont h period; or

(iii) Ten years after the date of the first anticipated
di sbursenent except that a remaining portion of a | oan may be
di sbursed after this date.

(3) For MPNs processed by the Secretary on or after July 1,
2003, |l oans may no | onger be nade under an MPN after the
earliest of--

(i) The date the Secretary or the school receives the
borrower's witten notice that no further |oans may be

di sbur sed;
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(ii) One year after the date the borrower signed the MPN or
the date the Secretary receives the MPN, if no disbursenents are
made under that MPN; or

(iii) Ten years after the date the borrower signed the MPN
or the date the Secretary receives the MPN, except that a

remai ni ng portion of a |oan may be disbursed after this date.

* * * * *
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Proposed Regul at ory Language

Committee | - Loans
Qui ck Fi x: No
Origin: ED
| ssue: Direct Loan - Loan Limts

Regul atory Cite: 8685. 203(a) and (c)

Sunmary of Change: The proposed change would clarify that (1) a
borrower who is enrolled in a one-year program of study may not
borrow nore than the amounts all owed under the first-year

under graduate annual loan limts, and (2) a borrower who is
enrolled in a two-year program of study may not borrow nore than
t he amounts al | owed under the second-year undergraduate | oan
l[imts.

(1) Change (context):

8§685.203 Loan limts.

(a) Direct Subsidized Loans. (1) In the case of an

under gr aduat e student who has not successfully conpleted the
first year of a program of undergraduate education, the total
amount the student may borrow for any academ c year of study
under the Federal Direct Stafford/ Ford Loan Programin
conbi nation with the Federal Stafford Loan Program may not
exceed the foll ow ng:

(i) $2,625 for a program of study of at |east a full

academ c year in |ength.
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(i1) For a one-year program of study with |less than a ful
academ c year renmining, the anount that is the same ratio to

$2,625 as the --

Number of senester, trimester, quarter, or clock hours enrolled

Number of senester, trimester, quarter, or clock hours in acadenic year

(ii1) For a programof study that is less than a full
academ c year in length, the anount that is the sanme ratio to

$2,625 as the |l esser of the --

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in academ c year
or

Nunber of weeks enroll ed

Nunber of weeks in academ c year

(2) I'n the case of an undergraduate student who has
successfully conpleted the first year of an undergraduate
program but has not successfully conpleted the second year of an
under graduate program the total anount the student may borrow
for any academ c year of study under the Federal Direct
Stafford/ Ford Loan Program in conmbination with the Federa
Stafford Loan Program may not exceed the foll ow ng:

(i) $3,500 for a program of study of at |east a full
academ c year in |length.

(i1) For a program of study with less than a full acadenic
year remmining, an amount that is the same ratio to $3,500 as

the --

Nunber of semester, trinester, quarter, or clock hours enrolled
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Nunber of semester, trinester, quarter, or clock hours in acadenic year

(3) In the case of an undergraduate student who has
successfully conpleted the first and second years of a program
of study of undergraduate education but has not successfully
conpleted the remai nder of the program the total anount the
student may borrow for any academ c year of study under the
Federal Direct Stafford/ Ford Loan Programin conbination wth
t he Federal Stafford Loan Program may not exceed the follow ng

(i) $5,500 for a program of study of at |east an academ c
year in |ength.

(ii) For a programof study with less than a full academ c
year remaining, an ampunt that is the same ratio to $5,500 as

the —-

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(4) In the case of a student who has an associ ate or
baccal aureate degree which is required for adm ssion into a
program and who is not a graduate or professional student, the
total amount the student may borrow for any academ c year of
study may not exceed the amounts in paragraph (a)(3) of this
section.

* * * * *

(8) Except as provided in paragraph (a)(4) of this section,

an undergraduate student who is enrolled in a programthat is
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one academ c year in |length may not borrow an anpunt for any

academ c year of study that exceeds the anpunts in paragraph

(a)(1) of this section.

(9) Except as provided in paragraph (a)(4) of this section

(i) An undergraduate student who is enrolled in a program

that is two academ c years in | ength and who has not

successfully conpleted the first year of the program may not

borrow an anpunt for any academ c year of study that exceeds the

amounts in paragraph (a)(1l) of this section.

(ii) An undergraduate student who is enrolled in a program

that is two academic years in | ength and who has successfully

conpleted the first year of the program may not borrow an anount

for any acaden ¢ year of study in the remining portion of the

program t hat exceeds the anpbunts in paragraph (a)(2) of this

section.

* * * * *

(c) Additional eligibility for Direct Unsubsidi zed Loans.

(1) ***
(2) The additional amount that a student described in
paragraph (c)(1)(i) of this section may borrow under the Federa
Di rect Unsubsidized Stafford/ Ford Loan Program and the Feder al

Unsubsi di zed Stafford Loan Program for any acadeni c year of

study may not exceed the follow ng:
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(i) I'n the case of a student who has not successfully

conpleted the first year of a program of undergraduate education

(A) $4,000 for a program of study of at |east a full
academ c year in |length.

(B) For a program of study with less than a full academ c
year remmining, an ampunt that is the same ratio to $4, 000 as

the --

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(C) For a one-year program of study with less than a full
academ c year renmining, the anount that is the same ratio to

$4, 000 as the --

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(D) For a program of study that is less than a full
academ c year in length, an anount that is the same ratio to

$4, 000 as the |l esser of the --

Nunber of semester, trinester, quarter, or clock hours enrolled

Number of senester, trinmester, quarter, or clock hours in academ c year

or

Nunber of weeks enrolled

Nunber of weeks in academ c year

(ii) I'n the case of a student who has conpleted the first

year of a program of undergraduate educati on but has not
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successfully conmpleted the second year of a program of
under gr aduat e education --

(A) $4,000 for a program of study of at |east a full
academ c year in |length.

(B) For a program of study with less than a full academ c
year remmining, an amount that is the same ratio to $4, 000 as

the --

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(iii) I'n the case of a student who has successfully
conpleted the second year of a program of undergraduate
educati on but has not conpleted the remi nder of the program of
study --

A) $5,000 for a program of study of at |east a full
academ c year in |length.

(B) For a program of study with less than a full academ c
year remmining, an amount that is the same ratio to $5,000 as

the --—

Number of senester, trimester, quarter, or clock hours enrolled

Number of senester, trimester, quarter, or clock hours in acadenic year

(iv) In the case of a student who has an associate or
baccal aureate degree which is required for adnmi ssion into a

program and who is not a graduate or professional student, the
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total amount the student nmay borrow for any academ c year of
study may not exceed the amounts in paragraph (c)(2)(iii) of

this section.

* * * * *

(viii) Except as provided in paragraph (c)(2)(iv) of this

section, an undergraduate student who is enrolled in a program

that is one acadenic year in |ength nay not borrow an anount for

any acaden ¢ year of study that exceeds the anpbunts in paragraph

(c)(2)(i) of this section.

(i x) Except as provided in paragraph (c)(2)(iv) of this

section —-

(A) An undergraduate student who is enrolled in a program

that is two academi c years in | ength and who has not

successfully conpleted the first year of the program may not

borrow an amount for any academ c year of study that exceeds the

amounts in paragraph (c)(2)(i) of this section

(B) An undergraduate student who is enrolled in a program

that is two academi c years in | ength and who has successfully

conpleted the first year of the program nay not borrow an anount

for any academ ¢ year of study in the remaining portion of the

program t hat exceeds the anpbunts in paragraph (c)(2)(ii) of this

section.

* * * * *

(2) Amendatory Language:
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Section 685.203 is anended:
A. By addi ng new paragraphs (a)(8) and (a)(9).
B. By addi ng new paragraphs (c)(2)(viii) and (c)(2)(ix).
The additions read as foll ows:

8685.203 Loan limts.

(a) ***

(8) Except as provided in paragraph (a)(4) of this section,
an under graduate student who is enrolled in a programthat is
one academ c year in length may not borrow an anount for any
academ c year of study that exceeds the anopunts in paragraph
(a)(1) of this section.

(9) Except as provided in paragraph (a)(4) of this section

(i) An undergraduate student who is enrolled in a program
that is two academ c years in |length and who has not
successfully conmpleted the first year of the program may not
borrow an anmobunt for any academ c year of study that exceeds the
anmpunts in paragraph (a)(1) of this section

(i1) An undergraduate student who is enrolled in a program
that is two academ c years in |ength and who has successfully
conpleted the first year of the program nay not borrow an anpunt
for any academ c year of study in the remaining portion of the
program t hat exceeds the amounts in paragraph (a)(2) of this

section.
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(C) * % %
(2) * % %

(viii) Except as provided in paragraph (c)(2)(iv) of this
section, an undergraduate student who is enrolled in a program
that is one academ c year in length may not borrow an anount for
any academ c year of study that exceeds the anmpunts in paragraph
(c)(2)(i) of this section.

(i x) Except as provided in paragraph (c)(2)(iv) of this
section —-

(A) An undergraduate student who is enrolled in a program
that is two academ c years in |ength and who has not
successfully conpleted the first year of the program may not
borrow an anount for any academ c year of study that exceeds the
amounts in paragraph (c)(2)(i) of this section

(B) An undergraduate student who is enrolled in a program
that is two academ c years in | ength and who has successfully
conpleted the first year of the program may not borrow an anount
for any academ c year of study in the remaining portion of the
programthat exceeds the anounts in paragraph (c)(2)(ii) of this

secti on.
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Proposed Regul at ory Language

Commttee | - Loans
Qui ck Fi x: No
Origin: FED UP #52
| ssue: Direct Loan - Disability Discharge on

Consol i dati on Loans
Regul atory Cite: 8§685.212(a) and 8685.220(1)

Summary of Change: Under current regulations, a FFEL or Direct
Loan program PLUS | oan is discharged if the student for whomthe
| oan was obtai ned dies. The proposed changes would extend this
benefit to consolidation | oans by providing for discharge of all
or a portion of a consolidation loan if a parent borrower
consol i dates a PLUS | oan and the student for whom the underlying
PLUS | oan was obtai ned then dies.

In general, current regul ations provide that a FFEL or Direct
Loan program joint consolidation |oan my be discharged only if
both borrowers neet the criteria for a | oan discharge. There is
an exception to this policy if one of the borrowers qualifies
for a |loan discharge based on school closure, false
certification, or unpaid refund, but the borrower’s spouse does
not qualify for any type of discharge. |In such cases, a partia
di scharge of the joint consolidation |oan may be granted. The
proposed change woul d extend this exception and all ow for
partial discharge of a joint consolidation | oan when one of the
borrowers dies or becones totally and permanently di sabl ed, or
is eligible for teacher |oan forgiveness.

(1) Change (context):

8685. 212 Discharge of a | oan obligation.

(a) Death. (1) If a borrower (or the student on whose
behal f a parent borrowed a Direct PLUS Loan) dies, the Secretary
di scharges the obligation of the borrower and any endorser to

make any further paynents on the | oan based on an original or
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certified copy of the borrower's (or student's in the case of a

Direct PLUS | oan) death certificate.

(2) If an original or certified copy of the death
certificate is not available, the Secretary discharges the | oan
only based on other reliable docunentation that establishes, to
the Secretary's satisfaction, that the borrower (or student) has
died. The Secretary discharges a | oan based on docunentation
ot her than an original or certified copy of the death
certificate only under exceptional circunstances and on a case-

by- case basi s.

(3) In the case of a Direct PLUS Consolidation Loan, the

Secretary discharges the portion of the outstandi ng bal ance of

t he consolidation |oan attributable to any Direct PLUS Loan or

Federal PLUS Loan that was obtai ned on behalf of a student who

dies and that was repaid by the consolidation | oan.

(I') Special provisions for joint consolidation |oans. ***

* * * * *
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(3) Discharge. (i) —Fo—eobtainadischargeoftajoint

deseribed—inthat—seetion—If a borrower dies and the Secretary

receives the docunentation described in 8685.212(a), the

Secretary discharges the portion of the outstandi ng bal ance of

t he consolidation |oan attributable to any of that borrower’s

| oans that were repaid by the consolidation | oan.

(ii) If a borrower neets the requirenents for total and

permanent disability di scharge under 8685.212(b), the Secretary

di scharges the portion of the outstandi ng bal ance of the

consolidation loan attributable to any of that borrower’s | oans

that were repaid by the consolidation |oan

(H-11i) If a borrower neets the requirenents for discharge
under 8685.212(d), (e), or (f) on a loan that was consoli dated

into a joint Direct Consolidation Loan —andtheborrower-s

8685212, the Secretary discharges a—the portion of the

consolidation | oan equal to the amount of the | oan that woul d
have—been—-be eligible for discharge under the provisions of

8685.212(d), (e), or (f) as applicable, and that was repaid by

t he consolidation | oan.

(iv) If a borrower neets the requirenents for |oan

forgi veness under 8685.212(h) on a | oan that was consoli dated
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into a joint Direct Consolidation Loan, the Secretary repays the

portion of the outstandi ng bal ance of the consolidation | oan

attributable to the | oan that would be eligible for forgiveness

under the provisions of 8685.212(h), and that was repaid by the

consolidation | oan

* * * * *

(2) Anendatory Language:
Section 685.212(a) is anmended by addi ng a new paragraph (3)
to read as follows:

8685. 212 Discharge of a |oan obligation.

(a) ***
(3) In the case of a Direct PLUS Consolidation Loan, the
Secretary discharges the portion of the outstandi ng bal ance of
the consolidation |loan attributable to any Direct PLUS Loan or
Federal PLUS Loan that was obtained on behalf of a student who
dies and that was repaid by the consolidation | oan.
* * * * *
Section 685.220(1)(3) is revised to read as foll ows:

8685. 220 Consolidati on.

* * * * *
(l) * % %
(3) Discharge. (i) If a borrower dies and the Secretary

recei ves the docunentation described in 8685.212(a), the

Secretary discharges the portion of the outstandi ng bal ance of
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the consolidation |loan attributable to any of that borrower’s
| oans that were repaid by the consolidation | oan

(ii) I'f a borrower neets the requirenents for total and
permanent disability discharge under 8685.212(b), the Secretary
di scharges the portion of the outstandi ng bal ance of the
consolidation |oan attributable to any of that borrower’s | oans
that were repaid by the consolidation |oan

(iii) I'f a borrower neets the requirenents for discharge
under 8685.212(d), (e), or (f) on a loan that was consoli dated
into a joint Direct Consolidation Loan, the Secretary di scharges
the portion of the consolidation |oan equal to the anmount of the
| oan that would be eligible for discharge under the provisions
of 8685.212(d), (e), or (f) as applicable, and that was repaid
by the consolidation | oan.

(iv) If a borrower neets the requirements for |oan
forgi veness under 8685.212(h) on a | oan that was consoli dated
into a joint Direct Consolidation Loan, the Secretary repays the
portion of the outstandi ng bal ance of the consolidation | oan
attributable to the I oan that would be eligible for forgiveness
under the provisions of 8685.212(h), and that was repaid by the

consolidation | oan

* * * * *
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: Yes
Origin: 1/ 7/ 02 Suggestion
| ssue: DL - Definition of Default

Regul atory Cite: 8668. 183(c) (1) (iii)

Sunmary of Change: The proposed change would elimnate the
requi renment that certain borrowers under the Direct Loan
Programi s i ncone contingent repaynent plan nust be included as a
defaulted loan in the cal culation of a non-degree-granting
proprietary institution’s FFEL/ DL cohort default rate.

(1) Change (context):

8668. 183 Cal cul ati ng and applying cohort default rates

* * * * *

(c) ldentify the borrowers in a cohort who are in default.

(1) ***
(ii) Before the end of the following fiscal year, the
borrower fails to make an install nent paynent, when due, on any
Direct Loan Program |l oan that was used to include the borrower

in the cohort or on any Federal Direct Consolidation Loan
Program | oan that repaid a |loan that was used to include the
borrower in the cohort, and the borrower’s failure persists for
360 days (or for 270 days, if the borrower’s first day of
del i nquency was before Cctober 7, 1998); or

G . | I .
. . Lon. | bef I | of the follow ‘ | |
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or

—(#wiii) Before the end of the followng fiscal year, you or
your owner, agent, contractor, enployee, or any other affiliated
entity or individual make a paynent to prevent a borrower's
default on a loan that is used to include the borrower in that
cohort.

* * * * *

8668. 193 Loan servicing appeals.

* * * * *

(d) Representative sanple of records. (1) To select a

representative sanple of records, the data manager first
identifies all of the borrowers for whomit is responsible and
who had | oans that were considered to be in default in the

cal cul ation of the cohort default rate you are appealing.
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(2) Anendatory Language:

§668. 183 [ Anended]

Section 668.183(c)(1) is anended:

A. In paragraph (ii), by adding “or” after the sem -col on.
B. By renmoving paragraph (iii).

C. By redesignating paragraph (iv) as (iii).

§668. 193 [ Anended]

Section 668.193 is anended:
A. I n paragraph (d)(1), by renoving the second sentence.

B. By renovi ng paragraph (f)(3).
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